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Competitive Procurement by Food Service Mamagement Campanies (FSMCs)

STATE AGENCY DIRECICRS - Colorado ED, Iowa, Kansas, Missourl ED,
{Special Nutrition Programs) Montana OPI, Nebraska ED, North Dakota,
South Dakota, Utah and Wyaming ED

Cne of the more camon types of FSMC contracts is referred to as a "cost-
reimbursable contract." Under such contracts, school food authorities (SFAs)
typically agree to reimburse the FSMC for allowable costs, such as purchased
supplies, food, equipment, and other services.

Recently, we have been asked whether the campetitive procurement requirementé
contained in program regulations (7 CFR 210,21, 7 CFR 215.14a, and 7 CFR 220.16}
apply to FSMCs operating under a cost-reimbursable contract.

Under such a contract, the FSMC is simply passing its costs on to the SFA, and
is essentially acting as the SFA's agent in purchasing supplies, food, etc.
Therefore, effective July 1, 1992, all cost-reimbursable FSMC contracts rust have
a provision stating in effect, that the FSMC will, during the course of
fulfilling its cbligations under the contract, conform with Federal procurement
standards and use and document canpetitive procurement procedures for cbtaining
all goods and services used under the terms of the contract.

Coanpetitive procurement applies but is not limited to the following items:
1. food items including meat, groceries, produce, milk and bread;

2. non-food items including cleaning supplies, paper products,
cmalil wares and equipment;

3. pramotional /marketing itams including posters, signs, menu
boards, t-~shirts, and pamphlets:

4, warehousing/transportation of USDA camodities; and
5. any other purchased items which are billed to the SFA and are

not included as part of the menagement fees or other fixed
fees of the contract.
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Conformance with this contract provision is to be monitored by the SFA during the
periodic monitoring activities specified by Part 210,16.

If you have any questions, please call our office at (303) 844-0355.
2NN C, HECTOR

Regional Director
Special Nutrition Programs



